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REGISTRAR 


CHEMICAL BANK New York TRUST COMPANY 
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ANNUAL MEETING 


The Annual Meeting of the stockholders of W. R. 
Grace & Co. will be held at 11:00 A.M. Eastern 
Daylight Saving Time on Thursday, May 10, 1962, 
at the Biltmore Hotel, Madison Avenue and 43rd 
Street, New York, N. Y. 


COMPARATIVE HIGHLIGHTS 


FOR THE YEARS ENDED DECEMBER 31 


Sales and Operating Revenues . 
Net Income After Taxes . 


Per Share of Common Stock . 


(Based on average number of shares 
outstanding) 


Cash Dividends Paid: 

Preferred Stock 

Common Stock 

Per Share — at rate of 

Stock Dividend Paid on Common . 
Net Working Capital . 
Current Ratio 
Net Fixed Assets atin? Pee 
Stockholders’ Equity per Common Share . 


Number of Common Shares Outstanding . 
(Including 1961, 100,364; 1960, 112,642 shares 
held by the Company) 


Number of Common Stockholders . 
Number of Employees 


1960 per share figures adjusted to reflect 2% stock dividend paid in 1961. 


1961 


$534,698,977 
$ 18,830,028 
$ 3.68 


$ 928,664 
$ 7,779,423 
$ 1.60 
2% 
$136,092,544 
2.3 to 1 
$297,104,449 
$ 50.38 
5,050,261 


27,814 
39,500 


$552,870,918 
$ 16,220,381 
$ 3.16 


$ 928,664 
$ 7,579,657 
$ 1.57 
2% 
$133,052,482 
2.3 tol 
$275,331,819 
$ 48.34 
4,874,816 


31,306 
40,600 
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To the Stockholders 


ONCE AGAIN it is my privilege to report to you the results 
of the Company’s operations. As is customary, the report 
deals particularly with the year just past. However, the 
year 1961 had a special significance. Just ten years ago, the 
program to establish W. R. Grace & Co, as a major factor 
in the United States chemical industry had its start. Begin- 
ning on page 9 a special section recounts the accomplish- 
ments of this “Decade of Progress in Chemicals”. 

Consolidated net income for 1961 was $18,830,000 or 
16% higher than 1960 net income of $16,220,000. Earn- 
ings per common share were $3.68 as compared with 
$3.16 in 1960. The latter figure has been adjusted to reflect 
the 2% stock dividend paid in 1961. Once again a major 
part of the increase in earnings was contributed by the 
chemical divisions. Operating results of the South American 
Group, Grace Line Inc. and Grace National Bank also 
showed improvement. 

Total sales and operating revenues of $534,699,000 in 
1961 were lower than the $552,871,000 reported in 1960. 
The difference results largely from the Company’s planned 
withdrawal from low margin commodity trading operations, 
particularly coffee, It also reflects the sale in 1960 of the 
Foster and Kleiser Division and of paper operations in 
Puerto Rico and Mexico. 

With higher profits, cash flow (net profit, depreciation 
and provision for deferred taxes) also increased from $8.52 
per share in 1960 to $9.40 in 1961. In total it amounted 
to a new high of over $45,000,000. 

Operating earnings shown in the following table reached 
an historic high in 1961. Chemical earnings have approxi- 
mately doubled in the five year period. Earnings shown are 
after depreciation but before allocation of general corporate 
overhead, interest on long term debt and taxes. Income of 
Cosden is after the write-off described on page 5. 


1961 
MILLIONS OF % OF 
DOLLars 1957 1958 1959 1960 1961 TorTaL 
Chemicals $16.2 $17.9 $26.7 $29.6 $31.7 68.4% 
Cosden - - — 2.2 26 5.6 
Other 22.7 13.5 14.8 7.0 12.1 26.0 
$38.9 $314 $415 $388 $46.4 100.0% 


REPORT OF THE PRESIDENT 


Chemicals 

BOTH SALES AND EARNINGS of the chemical divisions reached 
all time highs in 1961. Sales of $252,446,000 were 10% 
above the previous year. Including petrochemical sales of 
the Cosden Petroleum Corporation and of the chemical 
units of the South American Group, total sales of chemicals 
were close to $270,000,000. 

Earnings rose 7% in the year. This continuing growth 
in the face of less favorable business conditions and con- 
siderable overcapacity in many segments of the chemical 
industry attests once again to the strength of the growth 
trends in those product lines which comprise the bulk of 
the Company’s chemical business. 

Consumption of fertilizers and of fertilizer materials 
remained at high levels in 1961 despite the Administration's 
program to encourage the withdrawal of farm lands from 
production. The results of this program together with 
continuing increases in capacity maintained heavy pressure 
on prices. However, both in the Nitrogen Products Divi- 
sion and the Davison Chemical Division, this was offset by 
the favorable effect of increased sales and cost reduction 


Anhydrous ammonia capacity at Memphis 
was increased to 160,000 tons in 1961. 


programs. Early in 1961 the Nitrogen Products Division’s 
60% expansion of its ammonia capacity went on stream. 
Davison Chemical Division increased capacity in Florida 
for mining phosphate rock and producing sulfuric and 
phosphoric acids. During the year construction also began 
on a new 60,000 ton ammonia plant adjacent to the Cosden 
refinery in Big Spring, Texas. 

In November of 1961, the 50% expansion of high 
density polyethylene facilities at Baton Rouge, Louisiana, 
was completed. The demand for this versatile plastic has 
been increasing rapidly and in the late months of the year, 
sales had outdistanced production capacity. We expect to 
operate near capacity in 1962. Competitive pressures 
which caused further price reductions for polyethylene in 
1961 resulted in the Polymer Chemicals Division operat- 
ing at a small loss for the full year. However, with the 
new capacity, operations should be profitable in 1962. 

Marketing of polystyrene manufactured by Cosden, and 
of low density polyethylene and polypropylene obtained 
from other manufacturers, enables the division to offer a 
broad line of plastics to its customers. 

Growth in plastics has caused a related increase in the 
demand for plasticizers. The Hatco Chemical Division, a 
leading producer of these important materials, completed 
new plants for phthalic anhydride and butyl benzyl phtha- 
late in 1961, These new facilities should result in a substan- 
tial increase in sales and earnings for the division in 1962 
and in subsequent years. 

At Owensboro, Kentucky, the Dewey and Almy Chem- 
ical Division added important new facilities for the pro- 
duction of the special webs which when resin impregnated 
are used in the manufacture of a line of specialty products 
including battery separators. 

Sales of the Cryovac Division’s newer polypropylene 
and irradiated polyethylene films continue to grow. The 


division plans to move its headquarters and research facili- 
ties from Cambridge, Massachusetts to near Simpsonville, 
South Carolina where the division’s major plant is located. 

Sales of the Overseas Chemical Division in 1961 again 
showed a significant increase and for the first time exceeded 
$30,000,000. As pointed out in previous Annual Reports, 
the growth in sales and earnings of the Company’s chemical 
products in overseas markets has been more rapid than in 
the United States. This is particularly true in the countries 
of Western Europe which are served by eight manufactur- 
ing plants in England, West Germany, France, Italy and 
Spain and by sales organizations in other countries, This 
overseas business involving both manufacture and sales 
had its beginning in Dewey and Almy in the 1920's. The 
business is now being broadened to include the products of 
all the chemical divisions. 


Cosden 
THE IMPROVEMENT in gasoline prices noted in last year's 
Annual Report proved temporary and Cosden Petroleum 
Corporation’s (53% owned) contribution to reported earn- 
ings after the write-off described below was 16 cents per 
Grace common share in 1961 the same as in 1960. In 1961, 
following conservative accounting practice as in the previ- 
ous year, $1,375,000 of the difference between the cost to 
Grace of the Cosden stock acquired and Grace’s equity in 
Cosden’s net worth on the date of acquisition was charged 
against current earnings. This charge is not deductible from 
income for tax purposes. 

During 1961, Cosden paid out $3,014,230 in dividends 
of which $1,586,682 was paid to W. R. Grace & Co. 

Cosden continues to expand its petrochemical business. 
Sales of polystyrene through the Polymer Chemicals Divi- 
sion of W. R. Grace & Co. increased. As another example 


of the contribution which Cosden can make to the over-all 
company, Grace’s Overseas Chemical Division is con- 
structing a plant in Baglan Bay, Wales, to manufacture 
polyisobutylene for the United Kingdom market using a 
process developed and licensed by Cosden. 

In January 1962 the managements of Grace and Cosden 
announced a plan under which Grace would take over the 
assets and liabilities of Cosden subject to a reserved pro- 
duction payment. As part of the plan, Grace would deliver 
its holdings of Cosden common stock to Cosden and also 
would issue shares of a new class of Grace convertible 
preferred stock to Cosden. The announcement indicated 
that the Cosden stockholders other than Grace would 
receive a distribution equivalent to an estimated $24 to $25 
a share, partly in the form of the new Grace preferred stock, 
the exact amount of the distribution being dependent upon 
final adjustments and appraisals. This plan is subject to 
obtaining favorable tax rulings and the approval of the 
Grace and Cosden Boards of Directors and stockholders. 


Libyan Oil 


EACH OF THE PAST several years has seen a higher level of 
activity by major oil companies in Libya and greater proof 
of the future importance of that country as a major world 
source of petroleum. The year 1961 was further noteworthy 
in that it saw the first commercial exports of oil from Libya. 

By early 1963 we expect that oil from the Raguba Field 
in Concession No. 20 will be available for sale in world 
markets. Drilling results in this concession in 1961 and 
up to the writing of this report in 1962 have been most 
favorable. In this field there are now 14 wells capable of 
producing substantial quantities of high quality oil. As set 
forth in previous reports, we are partners in this and two 
other concessions with subsidiaries of Standard Oil Com- 
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pany (New Jersey) and of Texas Gulf Producing Company 
and have an agreement with the former company whereby 
we can call upon it to purchase our share of production 
from these concessions. 

Late in 1961 a pipeline from the Zelten Field of Standard 
Oil Company (New Jersey) which is east of Concession 
20 (see map on this page) to a terminal on the Mediter- 
ranean was completed and put into use. It is now planned 
to construct a spur from Concession 20 to that pipeline with 
an anticipated completion date around the end of this year. 

Construction previously announced of the spur connect- 
ing the Mabruk Field in Concession No. 17 to the Coast has 
been deferred. Reserves in this concession appear ample 
but natural pressure is low and some form of secondary 
recovery will, in all probability, be required. A pilot water 
flooding program is being conducted. 


Latin America 

OPERATING PROFITS IN Peru, Chile and Colombia where 
Grace has its major investments were higher in 1961 than 
in 1960. Major emphasis in Latin America is being placed 
on those businesses for which we see the greatest future 
promise, notably paper, chemicals and food products. 

A fifth paper machine is in the final stages of installation 
at Paramonga in Peru. It will bring total capacity of that 
plant to approximately 50,000 tons a year. Paramonga, 
originally only a sugar plantation, has now become perhaps 
the most interesting industrial and agricultural complex on 
the West Coast of South America. It combines sugar pro- 
duction, the manufacture of papers having bagasse as the 
principal raw material and several chemical operations. 

In Cali, Colombia the 35,000 ton per year paper and 
pulp mill in which Grace and International Paper interests 
each own 50% began operations. This mill also starts with 


bagasse from local sugar plantations as its raw material. 
The largest percentage of its production is in bleached 
papers, used for writing and printing. The demand for such 
papers is increasing rapidly in Colombia and should be 
further stimulated by having a local source of supply. 

In chemicals, a subsidiary in Colombia is constructing a 
plant to produce phthalic anhydride, naphthalene and vari- 
ous plasticizers. This plant has a long term contract for 
its basic raw materials with the government owned steel 
mill. As in the case of paper a local source of supply is at 
an advantage since its customers face none of the problems 
of import licenses, scarce foreign exchange and uncertain 
deliveries experienced when key raw materials have to be 
imported. In Peru the caustic-chlorine plant continues to 
expand its output. Further expansion will be dependent 
upon additional power becoming available, for which 
projects are being considered by local utilities. 

In the biscuit and candy business in Peru and Colombia 
there has been a continuing and steady increase in demand. 
Capacity in both plants will be expanded in 1962. 

While the Alliance for Progress has not as yet had a 
major tangible impact upon conditions in Latin America, 
we believe that as it becomes effective it will benefit all of 
the countries of Latin America and improve the outlook for 
their economic growth. 


Grace Line 
Grace LINE INC. was profitable in 1961 whereas 1960 
had been the first year since 1932 in which it had operated 
at a loss. 

Progress was made in many areas in 1961. With the 
assistance of the U. S. Government and particularly of the 
Federal Maritime authorities, the year saw the elimination 


Grace Line will operate 

the experimental ocean-going hydrofoil 
craft, the 104 foot Denison, 

between Florida and the Bahamas. 


of the effect of a number of the discriminatory practices 
which foreign governments have used to support national 
lines competing on the trade routes of Grace Line. The 
elimination of these practices should improve the Line’s 
ability to obtain its share of cargo offered, and in general 
result in a more stable and sounder rate structure. 

In addition to the improved outlook for cargo revenues, 
increased sales and promotional efforts have resulted in 
higher cruise bookings for the 1961-1962 season, with 
advance reservations for the remainder of the year also 
well ahead of 1961. This increase was achieved despite 
the fact that this year other major U. S.-flag lines were com- 
peting for the Caribbean cruise business. 

Management programs mentioned in last year’s report 
were also successful in achieving economies in both vessel 
operating expenses and shoreside cargo handling. In addi- 
tion, the sale of excess vessels eliminated lay-up costs. Dur- 
ing the year the Government directed the Panama Line 
which it owns and operates to cease competing for com- 
mercial business. This has enabled the Grace Line to im- 
prove its position in the trade with Panama and Haiti. 

In February 1962 the Santa Magdalena, the first of 
four new cargo-passenger vessels designed to serve the 
West Coast of South America, was launched. Intended to 
operate at 20 knots and with advanced cargo handling 
equipment, these vessels should provide improved service 
to Peru, Ecuador and Colombia at per ton costs lower than 
those attainable by ships of present design. 

The Federal Maritime Administration for several years 
has actively sponsored research aimed at determining the 
capabilities of hydrofoil vessels. Grace Line has been 
selected to operate and test the first vessel constructed as 
part of this program, the Denison. This illustrates the Line’s 
successful efforts to retain industry leadership in the area of 
more efficient ship design and operating techniques. 


Interior view of the pulp and paper mill 
dedicated last year in Cali, Colombia 
by Grace and International Paper interests, 


Earnings of Gulf & South American Steamship Co., 
Inc., jointly owned with Lykes Bros. Steamship Co., Inc., 
were higher than in the previous year. 


Grace National Bank 


BOTH EARNINGS AND DEPOsiITS of the Grace National Bank 
(of whose stock W. R. Grace & Co. owns just over 80%) 
established new records in 1961. Earnings of $2,202,504 
were 12% higher than in 1960, continuing the steady 
growth trend of the last ten years. Deposits at year-end 
were $242,353,577. 

On page 31 of this report is a table which shows the 
growth of the Grace National Bank during the past ten 
years. All departments of the Bank contributed to this 
growth. 

Both corporate and individual customers benefit from 
highly personalized service which has contributed greatly 
to the very substantial increase in personal trust and invest- 
ment advisory accounts. The Bank is also particularly well 
equipped to assist in the field of international trade and 
finance. 


General 


EARNINGS OF Griswold and Company Incorporated, our 
insurance brokerage subsidiary, were higher in 1961. 

Pan American Grace-Airways, Inc., owned jointly by 
W. R. Grace & Co. and Pan American World Airways, Inc., 
had pre-tax operating income in 1961 of $454,000 com- 
pared with an operating loss in 1960 of $997,000. Including 
results of the wholly owned subsidiary Jetair, Inc. and 
capital gains, Panagra’s net profit in 1961 was $382,000 
compared with $199,000 in 1960. Revenue passenger miles 
of 230,000,000, 16% above the previous year, were a new 
record. 


Last year we reported the decision of the United States 
District Court dismissing the Government’s complaint 
against W. R. Grace & Co. and Panagra but ordering Pan 
American to divest itself of its 50% stockholdings in Pan- 
agra. Since that time, the decision has been appealed to the 
Supreme Court both by the Government and by Pan Ameri- 
can. The appeals are now pending argument. 

We are pleased to announce that our Board of Directors 
voted in February to elect Harry C. Hagerty a member of 
the Board. Mr. Hagerty retired last year as Vice Chairman 
of the Board of Metropolitan Life Insurance Company. 

We were saddened by the sudden death in September 
1961 of Mr. Percy Gjertsen, Manager of our Chilean Divi- 
sion. He joined the Company in 1928 and served it ably 
in Bolivia, Chile and New York. We were pleased to 
appoint as his successor, Mr. Jorge Raby who has been 
with the Company for 33 years. 


Outlook for 1962 
WE BELIEVE that the upward trend in chemical earnings 
will continue in 1962. Facilities constructed in the last two 
years should contribute substantially to this improvement. 
Other major segments of the Company’s business, while 
more difficult to forecast, should in general maintain or 
improve on 1961 results. 
We look to the future, therefore, with considerable 
optimism. 


Respectfully submitted, 


Le. 


PRESIDENT 
March 15, 1962 


A DECADE OF PROGRESS IN CHEMICALS 


Osgood V. Tracy, executive vice president 
in charge of chemical operations, 
and J. Peter Grace, president. 


Today, W. R. Grace & Co. is typically described in 
financial journals and trade publications as well as in the 
investment reports of financial institutions as a “chemical 
company.” This is a far cry from 1952 when $13 million 
of mixed fertilizer sales were the only link with the chemical 


industry, with this small business completely overshadowed 


by the Grace Line and the Company’s various industrial, 
agricultural and commercial businesses in Latin America. 

In 1961 chemical sales were in excess of $250 million 
and generated over two thirds of the Company’s total profits. 
During the ten year period, basic positions across a broad 
spectrum of chemical products have been established. The 
seven operating divisions are active in organic and inor- 
ganic chemistry, in plastics and in agricultural chemicals. 
In each of these fields, particular emphasis has been given 
to searching out unique specialty type products. 

Over 10,000 persons were employed in 1961 in the dif- 
ferent chemical businesses. Chemical research expenditures 
in the same year were close to $10 million. 

Recognizing the magnitude of these changes, it appears 
most appropriate to review briefly the progress made in 
the intervening ten years. 

In the years following World War II, profits of Grace’s 
traditional businesses were high. Past experience, however, 
made us aware of the vulnerability of ocean transportation 
to cyclical swings as well as of the substantial fluctuations 
in earnings that can result from currency devaluations in 
Latin America. Management recognized also that if the 
Company were to expand and were to obtain the support of 
investors and financial institutions, it would be necessary 
to have a substantial percentage of its total business based 
in the United States and in fields which had a promising 
future. After careful study the industry selected was chemi- 
cals. The validity of the concept and the progress made in 
carrying out the program is reflected in the figures already 
cited, 


A DECADE OF CHEMICAL GROWTH 
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The acquisition of Davison Chemical Corporation with 
headquarters in Baltimore, Maryland, and the Dewey and 
Almy Chemical Company with headquarters in Cambridge, 
Massachusetts, provided a solid foundation on which to 
build. They brought to Grace already established positions 
of leadership, the former in agricultural chemicals, catalysts 
and desiccants, the latter in a variety of unique chemical 
specialties for the most part related to the packaging indus- 
try. Both the major fields of chemistry contributed by Davi- 
son and Dewey and Almy, as well as those others which the 
Company has entered as grass roots ventures during these 
years, have fortunately been characterized by a steep and 
generally steady rate of growth. 

Significantly, sales of our three divisions that grew from 
the Dewey and Almy Chemical Company are today over 
2% times sales in 1954, the year of acquisition. Davison’s 
sales in 1961 were almost double those of 1953, the year 
in which we acquired the majority of that company’s stock. 

The expansion of our chemical business has been sup- 
ported by substantial capital expenditures. For the last five 
years such expenditures have totaled over $100 million with 
1961 expenditures of $29 million well above the average 
for the period. With a cash flow which in 1961 reached $30 
million, our chemical business generates a large part of its 
capital requirements. However, the profit record and the 
demonstrated resistance of the major product lines to busi- 
ness recessions have made it possible to obtain whatever 
outside financing has also been needed. 

The high expectation with which we view the future of 
our chemical business relies heavily, of course, on our 
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Supermarkets like this in Milan, Italy, 
are becoming a familiar sight in Europe. 
Can sealing compounds and Cryovac bags 
made by the Overseas Chemical Division 
help to supply this growing market 

for pre-packaged goods. 


confidence in our chemical managements. These men, while 


relatively young, have had long experience in the chemical 
industry, in most cases with Grace or with the companies 
that are now a part of Grace. Our optimism reflects also 
the growth trends which we have already mentioned as 
existing in the major fields to which we are committed for 
the future. It is these fields, described more fully below, to 
which we are devoting our research effort and which will 
require the major part of the $30 to $40 million per year 
which it is planned will be expended for new facilities in 
the next several years. 


PACKAGING 


Reading from the left, 
Bradley Dewey, Jr., president of CRyovac Division; 


George W. Blackwood, president of Dewey and Almy Chemical Division; 


Henry L. Gilbert, president of Overseas Chemical Division; 


examining a sampling of the various packaging applications of their products. 


Cryvovac bags and films... container sealing compounds 
.. high 


... high barrier plastic coatings .. . desiccants . 
density polyethylene. 

Packaging is so much a part of our daily life that it is easy 
to overlook the many radical developments of the past ten 
years. The plastic bottle for detergents and other household 
chemicals is rapidly replacing glass and metal. Aerosol 
cans are now used for over 250 products. The success of 
the tin can in capturing a major share of beer packaging 
is now being repeated for soft drinks. Many frozen foods 
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can now be cooked in their original plastic wraps. These 
are just a few of the dramatic developments of the last ten 
years. 

Dewey and Almy almost from its founding in 1919 has 
been a leading supplier in the United States and abroad 
of the sealing compounds which assure the hermetic seal in 
tin, metal and glass containers. More than 100 such com- 
pounds are manufactured each tailored for a specific appli- 
cation. Over 90 of the compounds presently in use were 
developed in the last ten years, as the division’s research 
continues to strive for improved performance at the lowest 
possible cost to the customer. One recent important devel- 
opment which has been finding good acceptance is a com- 
pound and a process to replace cork in bottle crowns. 

New uses have resulted in a continuing growth in the 
consumption of cans averaging 3% per year. Today total 
use of cans has reached 45 billion per year or some 250 
cans per inhabitant in the United States. Overseas the 
growth rate is even greater. 

For over ten years, the Cryovac Division has manufac- 
tured the accepted premium wrapping for frozen and refrig- 
erated poultry, meats, cheese and fish. These special plastic 
films with low permeability to moisture vapor and gases, 
have the further characteristic of shrinking tightly around 
the packaged product when heat is applied. Such a package 
is neater and has more eye appeal than one loosely wrapped. 
Air pockets are eliminated reducing the risk of spoilage. 
Finally, the contents are held more firmly reducing dam- 
age to the product in transit or during handling in the 
supermarket. 


The food products on this table are packaged in materials using Grace products. 


UPPER LEFT—Dewey and Almy’s 
new plastic sealing compounds 
are gaining acceptance 

in bottle crowns. 


MIDDLE LEFT—Many liquid detergent 


and household bleach containers 

seen on Store shelves are 

made from Polymer Chemicals Division's 
high density polyethylene. 

LOWER LEFT—Shrinking polypropylene film, 
introduced by the Cryovac Division, 

is finding increasing acceptance 

as a tight clear film overwrap. 


Cryovac’s research has been aimed at broadening its line 
to include new shrinking films with different combinations 
of other characteristics. In 1959 the division introduced 
an irradiated polyethylene film which is today being used 
for the packaging of many processed meats, poultry and 
bakery products. More recently a shrinkable polypropylene 
film was introduced. This film is also finding new uses, 
many of which are for non-food products. Tough and with 
good moisture barrier properties, it is competitive with 
cellophane for many uses. 

Silica gel, manufactured by Davison, has application in 
packaging as well as in many other fields. Wherever mois- 
ture is a particular problem, as in the case of some phar- 
maceuticals and precision instruments, this heavy duty 
desiccant is an effective answer. 

The year 1961 saw a sharp increase in the demand for 
high density polyethylene. A major part of the increase 
resulted from the rapid substitution of polyethylene bottles 
for other containers in packaging liquid detergents and 
household bleaches. The Polymer Chemicals Division is 
obtaining its share of this business. 

Another new product developed by the Dewey and Almy 


Chemical Division is a grease-proof high-barrier plastic 
coating called Daran. It can be coated on paperboard 
for packaging a wide variety of items including foodstuffs, 
chemicals and pharmaceuticals. Several major paper com- 


panies have begun to use this interesting product. 

Five of Grace’s chemical divisions currently serve the 
packaging industry. Sales to the industry are almost 30% 
of our total chemical sales. 


INDUSTRIAL AND SPECIALTY PRODUCTS 


Petroleum catalysts ... synthetic lubricants . . . phthalic 
anhydride . . . construction chemicals . . . battery separators 
... nuclear fuels . .. rare earth compounds . . . silica gel. . . 
sulfuric acid... oil additives... organic solvents... and 
many others. 

The generic term of chemicals is so broad that it fails to 
provide an accurate description of the many product lines 
that make up the industry. In fact, in addition to the vol- 
ume chemicals whose names are generally familiar, there 
are a host of less well known specialty products. Charac- 
teristically many of these are sold to other manufacturers 


Industrial and chemical specialties 

from Grace find their way 

into the representative markets 

shown here. Petroleum catalysts, lubricants, 
battery separators and plastic components are just 
a few of the Grace products which serve the 
transportation industry. Plasticizers, vinyl 
emulsions and sulfuric acid are products 

used by the paint industry. 


for whom they represent a key component or key material in 
the production of their own end products. Total demand is 
usually smaller than that for the standard bulk chemicals 
or plastics but correspondingly there is a much greater 
opportunity for imaginative research to develop products 
or product characteristics not available to competition. 
Outstanding examples of such products are the synthetic 
petroleum catalysts of which Davison is a prominent sup- 
plier. The performance of a cracking catalyst helps determine 
the production rate of major refinery units, the percentages 
of various end products obtained from any given amount of 
crude oil going into the refinery, and the amount of down- 
time of the unit. Each of these factors directly affects 
income or expense and it is easy to understand why the oil 
companies want to be sure that they are using the best 
available catalyst at all times. A major research effort 
backs up this business, continually bringing out improved 
catalysts and maintaining Davison’s important position in 
this field. It is this background of knowledge that gives us 
confidence that a satisfactory smog removal catalyst for 
automobile exhaust systems which will meet the testing 
specifications of the State of California can be developed. 
In a somewhat related field and with the same require- 
ment for top quality performance, the Dewey and Almy 
and the Overseas Chemical Divisions are major suppliers 
of the separators which are inserted between the positive 
and negative plates of automobile batteries. These Poly- 
fibron separators of special resin impregnated webs were 


developed in the early 1950’s by Dewey and Almy, and 


introduced in the United States to replace separators of 
Port Orford cedar. Facilities to manufacture such separa- 
tors went into production in Italy and Brazil in 1960 and 
Argentina and Germany in 1961. 

For many years Dewey and Almy has been the leading 
producer of the continuous belts known as blankets which 
support cloth as it is carried through textile printing ma- 
chines. It has also produced the equipment used to wash 
excess ink off the blanket. More recently the division has 
combined the knowledge gained from this experience with 
that it possesses in the plastic and rubber fields, to develop 
two interesting new products for use in printing on paper. 
One is a blanket for offset printing which offers not only 
better printing definition but lower operating costs as well. 
The other is a novel flexible plastic plate used in lieu of 
metal plates in rotary and flat bed printing. 

The decade of the 50’s saw tremendous advances in the 
field of atomic power. Paralleling these developments, the 


Davison Division in 1957 established a plant at Erwin, 


elements in power generation. This facility operates at a 
profit. Additionally, as we have pointed out before, Davi- 
son in cooperation with five leading utility firms has been 
studying the feasibility of a plant to reprocess the spent 
fuel elements which will in time be forthcoming from pres- 
ent and proposed atomic power plants. 

This list of chemical specialties could be expanded to 
include many other products. Specialty resins for quick 
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William M. Hackman, president 

of the Hatco Chemical Division (left), 

discusses injection molded polyethylene milk case 
with T. T. Miller, president 

of Polymer Chemicals Division. 


drying paints, dispersing agents for the synthetic rubber 
industry, non-metallic gaskets for automotive and agri- 
cultural equipment, rare earth compounds for polishing of 
glass, grinding aids for cement and air-entraining agents 
for concrete are but a few of the other products which 
might be cited. For all, the performance requirements are 
stringent and the opportunity through research and service 
to maintain a position of industry leadership is great. 

Grace sales of industrial and specialty chemicals have 
been growing at the average rate of almost 15% per year 
and in the past year amounted to more than 30% of the 
Company’s total chemical sales. 


High density polyethylene, strong, light, non-rusting 
and with excellent electrical properties 

finds uses in such diverse products 

as school seating, spacers for concrete 

reinforcing rods and tubing used as 

insulation in coaxial cables. 


Polyethylene . .. styrene .. . polystyrene . . . polyvinyl ace- 
tate... butadiene-styrene resins . . . plasticizers. 

No major segment of the chemical industry has had as 
rapid a growth as plastics. Consumption of all plastic 
materials in 1961 reached 6.7 billion pounds as compared 
with 2.2 billion in 1950, an average annual rate of growth 
of close to 11%. Sales of three plastics, polyethylene, poly- 
styrene and vinyl resins,each now exceed one billion pounds 
per year. This growth reflects the new stature of plastics 
which, once viewed as substitutes, now are selected in pref- 
erence to other materials — steel, aluminum, glass and wood 
— on the basis of their own special combinations of charac- 
teristics. The Polymer Chemicals, Dewey and Almy, Cryo- 
vac, Hatco and Overseas Divisions, as well as the Cosden 
Petroleum Corporation each have an interest in this dynamic 
industry. 

Plastics and packaging are very much interrelated. Many 
of the accomplishments of the past ten years involve both 
fields and are described in the section on Packaging. 

Grace has been a producer of plastic resin since 1957 
when it went on stream with a 50 million pound a year high 
density polyethylene plant at Baton Rouge, Louisiana. 
In 1961, capacity of the plant was expanded by approxi- 
mately 50%. At the same time greater flexibility as to the 
grades of resin which can be produced was provided. Today 
the plant, operated by the Polymer Chemicals Division, 
manufactures and markets almost 100 different grades of 
this plastic. Each of these has been tailored through research 
to the requirements of particular applications. 
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PLASTICS 


The principal advantages of this versatile material are 
its high heat and chemical resistance, durability, impact 
strength, and good electrical insulating properties. These 
characteristics have led to an increasing demand for Grex 
high density polyethylene for use in such finished products 
as containers, housewares, toys, wire and cable insulation 
and industrial molded parts. 

Styrene and polystyrene are among the major chemical 
products of Cosden. Many of the special resins produced 
by the Dewey and Almy Chemical Division use styrene as 
a raw material. Polystyrene was a logical addition to the 
line of products which the Polymer Chemicals Division 
offers its customers. Cosden today sells to these divisions a 
part of its production. 

Plasticizers, as their name implies, impart flexibility to 
plastic end products and also make the basic material easier 
to process. The Hatco Division, founded only 12 years ago, 
has built itself a firm position as one of the leading suppliers 
of these important materials. Its ability to develop many 
special variations tailored to the specific requirements of 
its customers has played a large part in its growth. The 
experience obtained in the manufacture of plasticizers has 
carried over to related esters used as the principal ingredient 
of lubricants for jet aircraft. 

In all divisions a unique marketing program offers cus- 
tomers a wide range of valuable services ranging from 
market development to financial counseling. It is “that extra 
touch of Grace” which has helped the Company achieve 


the position it has today in plastics. 


AGRICULTURAL CHEMICALS 


From left, William P. Gage, 

president of the Research Division, 
and William J. Haude, 

president of Nitrogen Products Division, 


Urea and ammonia fertilizers . . . mixed fertilizers... 
diammonium phosphate . . . normal and triple superphos- 
phates . . . phosphoric acid and phosphate rock. 

The feeding of ever-expanding populations is one of the 
most serious problems facing the world today. With land 
suitable for agriculture limited, improved output from avail- 
able acreage is almost the only long range solution. Its 
success in turn will depend on the availability and efficient 
use of fertilizers, pesticides and other agricultural chemi- 
cals. 

In the United States, which still has agricultural surpluses, 
the situation is somewhat different. Here the farmer is faced 
with a cost price squeeze and a decrease in the availability 
of farm labor. But, here again this need to increase effi- 
ciency of agriculture has resulted in a rapidly expanding 
demand for fertilizers. 

The first large “grass roots” chemical venture undertaken 
by Grace was the construction of a $20 million ammonia- 
urea plant in Memphis, Tennessee. This location was care- 
fully selected not only in relation to the availability of raw 
materials but also because from Memphis, both the cotton 
areas of the Middle South and the corn growing areas of 
states such as Iowa, Illinois and Indiana to the north can 
be effectively served. The Nitrogen Products Division has 
been selling more than the rated capacity of this plant since 
it was completed in 1955. As a result, in spite of industry 
overcapacity, it has had to purchase substantial quantities 
of ammonia from other manufacturers almost every year 


to meet its commitments to customers. 


inspect Grace urea sample. 
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Nitrogen Products Division was successful in overcom- 


ing serious start-up problems in the urea plant, which 
involved a process previously untried in large-scale produc- 
tion. Improvements which Grace was able to make have 
since been incorporated in the process. 

The growing demand for nitrogen in its various forms 
has been such that in 1960, the urea capacity of the plant 
was increased to 100,000 tons per year, double the original 
production. Then in 1961, ammonia facilities were in- 
creased by 60% with a new capacity of 160,000 tons per 
year. Sales continue to exceed the capacity of this latter 
unit. 

Nitrogen Products Division is currently constructing a 
60,000 ton per year ammonia plant adjacent to the Cosden 
Petroleum Corporation’s refinery in Big Spring, Texas, to 
supply the cotton and grain growers of West Texas and 
New Mexico. The division also manages plants producing 
nitrogenous fertilizers in Puerto Rico and Trinidad in which 
Grace has minority positions. 

Davison Chemical Division is also a prominent factor in 
the fertilizer industry. It owns and operates several phos- 
phate rock mines in Florida. Much of this rock is processed 
and converted by Davison into highly concentrated fertilizer 
materials—triple superphosphate, diammonium phosphate 
and phosphoric acid. These materials are used in the high 
analysis fertilizers which are rapidly gaining an increasing 
share of the plant food market. 

Davison’s 13 mixed fertilizer plants provide outlets for 
all these products as well as for nitrogen produced at 
Grace’s Memphis plant. Davison is also a supplier of fer- 
tilizer materials to other manufacturers. 


Anhydrous ammonia supplied by the Nitrogen Products Division 
is applied by farmers from tanks easily and rapidly. 

Phosphate from Davison Chemical Division's 

mines, below, is upgraded to diammonium and 

triple superphosphate, thus also contributing 

to the fertilizer needs of agriculture. 


W. R. Grace & Co. thus has a strong basic position in 
nitrogen and phosphate, two of the three important fer- 
tilizer materials. The consumption of these products in the 
United States has increased rapidly in the last ten years. 
The use of ammonia with its very high nitrogen content, 
has had a particularly dramatic growth from 2,000,000 
tons in 1952 to 5,200,000 tons in 1961. These growth 
rates for agricultural chemicals are continuing and offer 
the opportunity to Grace to expand its position further in 
this important segment of the chemical industry. In 1961 
sales of fertilizers and fertilizer materials amounted to 


approximately 30% of the Company’s total chemical sales. 


RESEARCH 


The spectacular scientific advances of the last ten years 
make it unnecessary to emphasize the importance of re- 
search to the future growth of any company in an industry 
with rapidly changing technology. 

Research in Grace is done both at the divisional level 
and at a central research center located 24 miles north of 
Washington, D. C. The effectiveness of research is, of 
course, directly related to the abilities and imagination of 
those who make up the research staff. The Company was 
fortunate in this regard in obtaining two seasoned research 
organizations through the mergers of Davison and Dewey 
and Almy. The emphasis at Davison was on fields of inor- 


Scientist at Washington Research Center 
analyzes magnesium ammonium phosphate — 
a new specialty fertilizer developed 

by Grace research. 


ganic chemistry with particular emphasis on synthetic cata- 
lysts for petroleum refining. Dewey and Almy on the other 
hand was outstanding in chemistry of colloids, of natural and 
synthetic rubber and of thermoplastics. During World War 
II, the Company had built the first privately owned facility 
for the manufacture of synthetic rubber. 

The laboratories of these divisions have continued work- 
ing in these fields whose scope has broadened with the pas- 
sage of time. Their success can be measured by the flow of 
new products described in other sections of this report. 

The Washington Research Center supplements the activ- 
ities of divisional research laboratories. It stands ready to 
assist them as a consultant. More importantly it can take 
a longer range view of research as well as undertaking 
projects which are outside of the present fields of interest 
of the operating chemical divisions. 

A research facility is also maintained in Zurich, Switzer- 
land which additionally follows and investigates develop- 
ments in Europe in which we have a present or potential 
interest. 

Approximately 800 scientists and technicians staff the 
laboratories of the chemical group with about half of this 
number located in the Washington Research Center. 

* * * * 

Our growth in chemicals in the last decade sets a high 
standard for the next ten years. We recognize very keenly 
that what has been accomplished reflects the extent to 
which we have been able to satisfy our customers in terms 
of product, service and cost. We hope to continue to merit 
the confidence of those upon whom our success depends. 


GRACE’S WORLD-WIDE CHEMICAL OPERATIONS 


Grace's chemical operations today are conducted from 60 


plants (shown below) and 81 sales offices in 18 countries. 


In serving the foreign chemical market, Grace is able to draw 


on the extensive knowledge and experience of its operations in 
the United States. Overseas chemical activities are well estab- 
lished in Europe, Australia, and New Zealand where sales have 
benefited from the strong post war growth of these economies. 
In Latin America, Grace’s chemical activities are also growing. 
Although at an earlier stage of development than in the other 
areas it offers the promise of excellent investment opportunities 


for the future. 


STATEMENT OF 
CONSOLIDATED INCOME 


REVENUES 


Sales and operating revenues . 
Dividends and interest . 


Net gain on disposition of properties and investments 


CosTs AND EXPENSES 


Costs and operating expenses, after deducting net subsidy on steamship 
operations of $13,478,242 (1960 — $12,644,091) — Note 4 


Selling, general and administrative expenses 
Depreciation and depletion 

Research and development expenses . 

Interest expense . 

Provision for unrealized foreign exchange losses . 


U. S. and foreign taxes on income — Note 6 


Income applicable to minority stockholders in consolidated subsidiaries . 


Equity in earnings of Grace National Bank — Note 1 
Net INCOME 


*Certain figures have been reclassified for comparative purposes. 
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W. R. 


$534,698,977 
3,027,292 
1,087,922 


~ 538,814,191 


384,707,477 
69,238,913 
29,218,097 

9,956,843 
12,185,309 
552,308 
13,060,060 


518,919,007 
19,895,184 


2,692,254 


17,202,930 


1,627,098 


$ 18,830,028 


GRACE & : 
| 


1960* 


$552,870,918 
2,816,727 


1,655,784 
557,343,429 


414,323,441 
66,162,573 
28,201,079 

9,182,955 
11,774,256 
236,966 


9,859,605 
539,740,875 
17,602,554 


2,884,192 
14,718,362 
1,502,019 

$ 16,220,381 


and Subsidiary Companies STATEMENTS OF CONSOLIDATED CAPITAL 
SURPLUS AND RETAINED EARNINGS 


CONSOLIDATED CAPITAL SURPLUS 

Balance at beginning of year . 5 

Excess over par value of common stock are upon: 
Payment of common stock dividend . 
Exercise of stock options 
Conversion of subordinate debentures 

Sale of Foster and Kleiser Division . 

Other ; 

Balance at end of year . 


CONSOLIDATED RETAINED EARNINGS 


Balance at beginning of year . 
Consolidated net income 


Cash dividends paid: 

Preferred : Fi 

Common — ($1. 60) - As 
Dividend paid in common stock (2%) . 


Balance at end of year . 


Retained earnings include: (a) $55,739,867 (1960—$53,863,489) of the retained 
earnings of Grace Line Inc., a wholly owned subsidiary, deemed not available for 
dividends since it is related to special funds under joint control with the U. S. Mari- 
time Administration or invested therefrom in subsidized vessels; (b) $5,025,890 
(1960 — $4,877,107) set aside by foreign subsidiaries, principally as required by 
statute; (c) approximately $8,900,000 (1960 — $8,400,000) which has been trans- 
ferred to capital stock accounts on the books of subsidiary companies. 


Parent company unappropriated retained earnings at December 31, 1961 amounted 
to $37,324,870 (1960—$37,801,600). Of these earnings $16,300,000 were free of 
the restriction on payment of cash dividends imposed by the loan agreements with 
institutional investors. 
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1961 


$ 69,381,792 


3,254,829 
872,578 
3,109,814 
6,503 

$ 76,625,516 


$165,996,215 
18,830,028 
184,826,243 


928,664 
7,779,423 


3,350,083 


$172,768,073 


$ 66,251,640 


3,868,839 
91,439 


(824,135) 
(5,991) 
$ 69,381,792 


$162,246,310 
16,220,381 
178,466,691 


928,664 
7,579,657 
3,962,155 


$165,996,215 


CONSOLIDATED BALANCE SHEET 


DECEMBER 31, 1961—1960 


ASSETS 


CuRRENT ASSETS 
Cash 


U. S. Government and other marketable securities, at cost (approximate market 
value), including $2,443,000 (1960 — $1,140,000) deposited as collateral . 


Notes and accounts receivable, less reserves of $4,059,250 (1960—$4,122,285) 
Inventories — Note 2 
Prepaid expenses 

Tora CuRRENT ASSETS . 


SPECIAL FUNDS AND Deposits — Note 3 


OTHER ASSETS 
Investment in Grace National Bank — Note 1 . 


Investments in and advances to 50% owned companies and other affiliates, at 
cost—Notel . 


Investment in Texas Gulf Producing Company, at cost 
(market value $6,047,640) Samet se 


Investment in Libyan oil project . 
Common stock of Company held for options — Note 8 . 


Long-term receivables (including $10,000,000 due from International Paper 
Overseas Limited in 1965) . 


Miscellaneous investments, at cost or less, and other assets . 
TOTAL OTHER ASSETS 


PROPERTIES AND EQUIPMENT, at cost less accumulated depreciation and depletion 
of $215,818,467 (1960 — $199,775,148) —NoteS . 
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1961 
$ 43,003,109 


14,119,926 
90,622,079 
90,569,187 
4,443,296 
242,757,597 


36,790,477 


14,884,973 
12,099,927 


5,720,283 
4,103,847 
892,125 


15,698,810 
11,289,520 


64,689,485 


297,104,449 
$641,342,008 


1960 
$ 35,076,016 


17,445,386 
92,523,633 
83,919,247 
4,157,567 
233,121,849 


37,930,151 


13,390,022 
12,888,596 


2,800,997 
1,210,168 
1,004,750 


14,597,856 
13,306,002 
59,198,391 


275,331,819 
$605,582,210 


W. R. GRACE & CO. and Subsidiary Companies 


LIABILITIES 


CurreNT LIABILITIES 
Loans payable — Note 7 
Accounts and acceptances payable 
U. S. and foreign taxes on income — Note 6 . 
Other current liabilities . 
TOTAL CURRENT LIABILITIES 
Excess OF UNTERMINATED VOYAGE REVENUE OVER EXPENSE, AND 
DEFERRED INCOME . 
DEFERRED TAXES ON INCOME — Note 6 


EMPLOYEE SEVERANCE PAYMENTS REQUIRED UNDER FOREIGN SocIAL Laws, 
MANAGERS’ DEFERRED COMPENSATION, ETC. . 


LONG-TERM Dest — Note7 . 
Equity OF MINoRITY STOCKHOLDERS IN CONSOLIDATED SUBSIDIARIES . 


STOCKHOLDERS’ EQUITY 


CaPITAL STocK — Note 8 
Authorized by charter — $100,000,000 
Preferred stock outstanding 
Common stock issued — $1.00 par 


CAPITAL SURPLUS, per accompanying statement . 
RETAINED EARNINGS, per accompanying statement . 
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1961 


$ 22,384,076 
61,066,122 
10,356,572 
12,858,283 


106,665,053 


4,655,660 
15,333,559 


13,916,094 
203,485,232 
30,234,260 


374,289,858 


12,608,300 
5,050,261 


17,658,561 


76,625,516 
172,768,073 


267,052,150 
$641,342,008 


1960 


$ 22,589,342 
57,275,163 
8,950,166 
11,254,696 
100,069,367 


3,593,089 
14,268,331 


11,342,298 
194,500,879 
28,947,123 
352,721,087 


12,608,300 
4,874,816 
17,483,116 


69,381,792 
165,996,215 
252,861,123 
$605,582,210 


NOTES TO FINANCIAL STATEMENTS 


NOTE 1— PRINCIPLES OF CONSOLIDATION: 

The consolidated financial statements include the accounts 
of W. R. Grace & Co. and all majority owned and controlled 
domestic and foreign subsidiary companies, other than Grace 
National Bank of New York — 80% owned at December 
31, 1961. In the accompanying Balance Sheet the investment 
in the Bank is carried at the Company’s equity in the under- 
lying net assets and the Statement of Consolidated Income 
includes the Company’s equity in the earnings for the year. 

The Company’s equity in the aggregate net earnings of its 
50% owned companies, Gulf and South American Steamship 
Co. Inc., Pan American-Grace Airways, Inc. and Productora 
de Papeles S. A. (formerly Papeles Grace Colombianos 
S. A.) for 1961 was less than dividends received from those 
companies by $101,500. The Company’s equity ($17,308,053) 
in the net assets as shown by the financial statements of those 
companies at December 31, 1961 exceeded the cost of its 
investments in the companies by $10,975,440. 

The assets and liabilities of the Company’s foreign subsidi- 
aries have been translated into United States dollars at year- 
end rates of exchange, except that imported inventories in 
Peru and fixed assets (and related depreciation) have been 
translated at rates prevailing at dates of acquisition. Income 
and expenses (other than depreciation) have been translated 
at rates prevailing during the year. 


NOTE 2 — INVENTORIES: 
The inventories included in the balance sheet are sum- 
marized by major classes as follows: 


Raw and packaging materials . . . . $19,530,713 
RD DEOCENE N=. ia- f0~ kh Pe bani alee en 7,300,947 
Finished products... . . . . . 36,035,567 
General merchandise, commodities, etc. . 16,080,272 
Stores and supplies 11,621,688 


$90,569,187 


Inventories are stated at the lower of cost or market. 


NOTE 3— SPECIAL FUNDS AND DEPOSITS: 
The following amounts were included under this caption: 


Special funds of Grace Line Inc. (including 
U.S. Government and other marketable 


securities at cost of $22,336,248) . $36,227,843 
Other special and guaranty deposits . . . 562,634 
$36,790,477 


28 


The Grace Line Inc. special funds are required under an 
operating-differential subsidy agreement with the U. S. Mari- 
time Administration. 

This agreement is referred to in Note 4 and requires depos- 
its in the special funds of (a) the company’s 50% share of 
profits in excess of 10% of capital necessarily employed in 
subsidized operations (the remaining 50% being subject to 
recapture), (b) amounts equal to depreciation charges on 
subsidized vessels, to the extent earned and (c) proceeds from 
insurance, indemnity or sale of subsidized vessels. 

The special funds may be used to purchase, construct or 
reconstruct vessels and to pay the principal of mortgage notes 
on vessels and under specificed conditions may be transferred 
to the general funds of Grace Line Inc. 


NOTE 4— OPERATING-DIFFERENTIAL SUBSIDY 
AND RECAPTURE: 


Grace Line Inc. operates under an operating-differential 
subsidy agreement expiring December 31, 1977 covering all 
of the company’s regular routes. 

Under the agreement Grace Line Inc. is entitled to a sub- 
sidy representing the excess of certain of its costs over similar 
costs incurred by foreign-flag competitors. The subsidy is 
subject to recapture by the U. S. to the extent of 50% of the 
amount by which earnings from subsidized operations in each 
ten-year period exceed 10% of the capital necessarily em- 
ployed in such operations. Any recapture is withheld by the 
U. S. from the subsidy receivable. At December 31, 1961, 
subsidy (less recapture) of $14,227,088 was estimated to be 
receivable, based in part on tentative rates not yet approved 
by the U.S. Maritime Administration. 


NOTE S — PROPERTIES AND EQUIPMENT: 

The properties and equipment and related reserves included 
in the balance sheet are summarized by major classes as 
follows: 


Gross Depreciation 
Book Value & ‘Depletion 


Band rea a ote a . $17,994,754 $ 2,272,503 
Producing and undeveloped oil 

propertios sr. as 35,536,398 14,066,704 
Buildings . . . . 77,071,923 33,465,399 
Machinery, equipment, etc. 275,143,123 128,184,274 
Vessels and marine property . 77,808,505 37,829,587 
Projects under construction 29,368,213 - 


$512,922,916 $215,818,467 


NOTE 6—U. S. AND FOREIGN TAXES 
ON INCOME: 


Examinations of the U. S. consolidated income tax returns 
of the Company and its includible domestic subsidiaries have 
not been completed by the Internal Revenue Service for 1947 
and subsequent years. Examinations of tax returns in foreign 
countries have in some cases not been completed for the most 
recent years. It is believed, however, that provisions made in 
1961 and earlier years are adequate. 

Examinations of the U. S. income tax returns of Cosden 
Petroleum Corporation and its subsidiaries have not been 
completed by the Internal Revenue Service for 1957 and 
subsequent years. 

Additional foreign and U. S. taxes might become payable 
if undistributed earnings of foreign subsidiaries were to be 
paid out as dividends. Since a portion of such earnings has 
been or will be reinvested, the extent of the liability, if any, 
is not presently known and no reserve has been provided 
for such taxes, 

Depreciation is generally computed on the straight-line 
method over the estimated useful lives of the assets. For 
income tax purposes only, the certified portion of the cost of 
equipment covered by certificates of necessity is amortized 
over a five-year period and the sum-of-the-years digits method 
is used in computing depreciation on certain assets acquired 
after January 1, 1954. The net excess depreciation taken 
for tax purposes over normal depreciation has resulted in a 
tax deferral of $671,000 in 1961, which has been included in 
the income taxes charged against earnings and credited to 
deferred taxes on income. 


NOTE 7 — LONG-TERM DEBT: 

During 1961 the Company entered into loan agreements 
with a group of institutional investors under which a total of 
$30,000,000 unsecured 542% promissory notes would be 
issued. At December 31, 1961 a total of $15,000,000 had 
been drawn down under these agreements. The balance will 
be drawn down in March 1962. The loans mature on March 
1, 1990 and will require annual prepayments of $1,111,000 
beginning March 1, 1964. 

At December 31, 1961, long-term debt (excluding $5,187,- 
317 representing that portion payable in one year which is 
included in current liabilities under loans payable) consisted 
of the following: 


W. R. Grace & Co. 


5% notes payable to institutional invest- 
ors, principally insurance companies, 


due 1964-1990 . aha a: Me $111,000,000 
5% % notes payable to institutional invest- 
ors, principally insurance companies, 
Cte L9GA-1990 5 a! a al seeds he se 15,000,000 
3% % subordinate debentures, redeemable, 
convertible into common stock (as 
adjusted February 16, 1962 — 2.05662 
shares prior to May 15, 1965 and 
1.94838 shares thereafter) and with 
sinking fund payments required from 
1966 to 1974 — due May 15, 1975 . 26,682,000 
4% bank loan—due 1963-1965. . . . — 18,000,000 
Sundry indebtedness . . . . . . 1,168,870 
$171,850,870 
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SUBSIDIARY COMPANIES 


Grace Line Inc. 
3%2% mortgage notes payable to U. S. 
Maritime Administration—due 1962- 


j Lica Veto eters Barty ay Ae Pee or 416,656 
4% % U.S. Government Insured Mer- 
chant Marine Bonds — Santa Rosa 
Series — sinking fund payments due 
RSG 2-197 ote” Us Seton ie al ray rans alm 8,896,000t 
4.20% U.S. Government Insured Mer- 
chant Marine Bonds — Santa Paula 
Series — sinking fund payments due 
be Lt ere errs ney 8,784,000t 
Cosden Petroleum Corporation 
4%% note payable to insurance com- 
pany —due 1963-1972 . . . .. 9,300,000 
Bank notes—due 1963 . . . . . . 2,000,000 
Sundry indebtedness. . . . 2. 1 605,161 
Other Subsidiaries . . . . 1,632,545 
$203,485,232 


?Payable from Grace Line Inc. special funds and deposits and 
inclusive of portion maturing in 1962. 


NOTE 8 — CAPITAL STOCK: 
The preferred stock (of $100 par) issued and outstanding 
is listed below: 


Shares hes Outstanding 
Issued Treasury Shares Par Value 
6% Cumulative . 40,000 - 40,000  $ 4,000,000 
8% Cumulative 
ClassA . 50,000 1,868 48,132 4,813,200 
8% Noncumulative 
Class B 40,000 2,049 37,951 3,795,100 
$12,608,300 


The Company issued 95,254 shares of its common stock 
in connection with a 2% stock dividend paid in 1961 and 
12,955 shares were issued for options exercised. In addition, 
62,739 shares were issued upon conversion of 342% con- 
vertible debentures and 4,497 shares were issued for the net 
assets of Consolidated Latex Co., Inc. and its sales affiliate. 
As a result, the Company’s common stock issued at Decem- 
ber 31, 1961 was 5,050,261 shares. 

Of the unissued common stock, 700,685 shares have been 
reserved for conversion of the subordinate debentures and 
exercise of stock options. The Company also owned and held 
100,364 issued shares of common stock for exercise of options. 

After reflecting new options granted in 1960 conditional 
upon the surrender in 1960 or 1961 of certain options pre- 
viously granted as described in the 1960 report, there were 
outstanding at the beginning of 1961 options for the purchase 
of 265,524 shares of common stock and 28,900 shares were 
available for the granting of additional options. 

Under the provisions of the option agreements, the stock 
dividend described above had the effect of increasing by 2% 
the number of shares for which options had been granted and 
correspondingly reducing the purchase price per share, In 
addition, during 1961 options for 29,662 shares were granted 
at an average option price of $61.753 (which was not less 


than 95% of market on the respective dates of grant), 25,233 
shares (including 12,278 shares held by the Company) were 
purchased at an average option price of $39.558 and options 
for 20,629 shares terminated. 

At the end of the year options were outstanding for 
254,803 shares at option prices of $23.323 to $83.60 per share 
or an average of $37.302, options for 32,951 shares were 
exercisable and 18,807 shares were available for granting of 
additional options. 

On January 4, 1962 the Board of Directors declared a 2% 
stock dividend and 99,259 shares will be issued on March 17, 
1962 to stockholders of record at the close of business Feb- 
ruary 16, 1962. A charge to retained earnings was made in 
the amount of $7,796,794 based on the adjusted market value 
per share as of the day prior to the date the dividend was 
declared and credits were made to capital stock and capital 
surplus of $99,259 and $7,697,535 respectively. In addition 
26,066 shares were reserved pursuant to anti-dilution provi- 
sions for the increase of shares that might be purchased under 
options granted by the Company and for conversions of 
debentures. 


NOTE 9— COMMITMENTS AND CONTINGENT 
LIABILITIES: 


Under the operating-differential subsidy agreement referred 
to in Note 4, Grace Line Inc. has agreed to award contracts 
to complete the replacement of its fleet by 1967 if certain 
conditions of economic feasibility are met. The ultimate cost 
of the program is not presently determinable. In connection 
with this program Grace Line Inc. entered into construction 
contracts, and also construction-differential subsidy agree- 
ments with the U.S. Maritime Administration, in February 
1960 for three new cargo-passenger ships and in February 
1962 for a fourth cargo-passenger vessel. The cost to Grace 
Line Inc. of these four vessels is estimated at $38,000,000 
which will be financed from Grace Line’s special funds and 


by ship mortgage bonds. These vessels are scheduled to enter 
service in 1963-1964. 

The Company has a contract to provide technical assistance 
to Federation Chemicals Limited —a chemical company in 
which Grace Internacional S. A. holds a 49% interest. The 
Company has guaranteed bank loans in the amount of 
$3,500,000 and has undertaken to issue 542% subordinate 
debentures in exchange for notes of Federation Chemicals 
Limited in the amount of $8,200,000 and £ 1,000,000 in the 
event these notes become in default. Subject to the occurrence 
of certain conditions, Grace Internacional can exercise an 
option to acquire an additional one-third interest at any time 
to December 31, 1967. 

There are several domestic pension plans presently in 
effect. Subject to approval by the Internal Revenue Service, 
a revised pension program will be effective as of July 1, 1959. 
The revision does not cover the plans of Cosden Petroleum 
Corporation. The aggregate domestic pension cost in 1961 
was $2,754,668. The unfunded amount of past service bene- 
fits, which are being provided for by payments to trustees 
over a period of years, at December 31, 1961 was estimated 
to be $6,831,817. Pension payments are made to employees 
of the Latin-American subsidiaries in accordance with the 
social laws of the countries in which operations are con- 
ducted. The cost of these plans has not been actuarially deter- 
mined and, generally, such foreign subsidiaries charge the 
cost of pensions to income as payments are made. 

There are various lawsuits, claims, commitments and con- 
tingent liabilities but they are not expected to have any 
material adverse effect on the consolidated financial position 
or results of operations. 

The status of the United States Government's anti-trust 
suit against Pan American-Grace Airways Inc., W. R. Grace 
& Co. and Pan American World Airways, Inc. is set forth 
on page 8. 


OPINION OF INDEPENDENT ACCOUNTANTS 


Prick WATERHOUSE & Co. 


To the Stockholders of W. R. GRacE & Co. 


56 PINE STREET 
NEW YORK 5 


In our opinion, the accompanying statements present fairly the financial position 
of W. R. Grace & Co. and its consolidated subsidiary companies at December 31, 
1961 and the results of their operations for the year, in conformity with generally 


accepted accounting principles applied on a basis consistent with that of the preceding 


year. Our examination of these statements was made in accordance with generally 


accepted auditing standards and accordingly included such tests of the accounting 


records and such other auditing procedures as we considered necessary in the 


Oa Feb oe 


circumstances. 


March 8, 1962 


TEN 

YEAR 
COMPARATIVE 
SUMMARY 


Dividends 


FINANCIAL DATA 


Preferred dividends in 1961 amounted to $928,664. Cash dividends totaling 
$7,779,423 were paid to common stockholders at the rate of $1.60 per share. 

A 2% stock dividend was paid in March 1961. Another 2% stock dividend was 
declared in January 1962 and will be paid in March. 


Capital Expenditures 


The following table compares capital expenditures for 1961 and 1960. 


1961 1960 

Chemicals . $29,200,000 $24,100,000 
Cosden 7,300,000 9,100,000 
South America 9,100,000 5,500,000 
Latin American Paper . _ 10,500,000 
Ocean Transportation . 10,000,000 1,700,000 
Other ae 300,000 600,000 

TOTAL . . . . . $55,900,000 $51,500,000 


The expenditures of $10,500,000 for Latin American Paper in 1960 relate to 
facilities sold late in that year to International Paper Co. We retain a 50% interest 
in a pulp and paper plant in Colombia. 


Long Term Borrowing 


In 1961 a loan of $30,000,000 was negotiated with a group of insurance com- 
panies. The loan matures in 1990 and bears interest at 5%. Prepayments begin in 
1964. In the past year $15,000,000 was taken down; the remainder will be taken 
down in March of this year. 


GRACE NATIONAL BANK 


IN THOUSANDS OF DOLLARS Earnings 
per Share 
Total Capital Net Operating en 
Resources Deposits Loans Funds Earnings Stock (a) 
OG E irariciiss $274,102 $242,354 $123,549 $18,472 $2,203 $.33 
1 ee 233,275 208,260 106,973 


ib ce ete 202,700 176,917 91,075 é 
eeninene 223,034 198,836 86,956 12,567 25 


Se 207,923 186,957 85,743 11,355* 
toes 187,332 173,331 
Wie 174,442 158,208 


ee 150,585 136,168 53,205 


Se 139,868 127,264 44,884 
Rakes 132,509 119,722 45,365 8,563 


* $1,000,000 transferred from Capital Funds to Reserve for Contingencies in 1957, restored in 1960. 
(a) Adjusted for 2% stock dividends paid on common stock of W. R. Grace & Co. in 1959, 1960 and 1961. 
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TEN YEAR’ STATISTICS 


EARNINGS 
(IN MILLIONS EXCEPT AMOUNTS PER SHARE) 
Earnings Net Earnings After Dividends on 
Net Sales Depreciation U.S. and Preferred Dividends Nour asunes Steck 
and and U.S, Foreign of Common 


Operating | and Foreign Depre- Income let Shares 
Revenues Taxes ciation Taxes i Outstanding 


15.5 aT 105 


= Hear rds held Ae apenicss eign mes focauired an 94) alte! be gh Posies roi, prt consolidated isin 
in Total an er are include equi in earnings of Grace National Ban er 
2% stock dividends paid on common stock in 1959, 1960 and 1361, . ieee Tealiee ehonted to amie 


NET SALES AND REVENUES 


i 1 

Millions of a eee eee $ 
[2247 | a2 is | 2 — | 6 13 [100 19 | 33 6 | 
rasa se se as 
a 


* Includes Cosden's chemical sales. 


BALANCE SHEET 


(IN MILLIONS OF DOLLARS) 


Net Pa Assets Commen 
Workin; Gross | adaitions | “Term | Minorit Preferred | Stock and 
Capital Gross [net | auditions | ebt interes Stock Surplus 


12.6 
[1081 | 2gi1 | 1639 | aia] m2 [ 122] 126 


Note: Includes Dewey and Almy Chemical Company (acquired in 1954) for all years. Cosden Petroleum Corporation consolidated beginning 
with 1960. Common Stock and Surplus and Book Value Per Share include equity in net worth of Grace National Bank. Per share figures 
adjusted to reflect 2% stock dividends paid on common stock in 1959, 1960 and 1961. 
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